Abstract. In spite of relatively generous public subsidies and a reputation for high quality, only a very limited proportion of Italian families use public child-care and a large proportion use informal care. In this paper, we attempt to explore the determinants of the use of child-care among dual workers families. Given the limitations of data available we match two different data sets: the Bank of Italy (SHIW) and ISTAT Multiscopo. We find evidence that the availability of public child-care affects in an important way its demand. We also find that increases in costs of public child-care reduce the use of public as well as private indicating a shift to informal child-care. The presence of a grandmother who lives near and is in good health is an important explanation of the choice especially in presence of very small children. An understanding of the importance of these factors is relevant in the evaluation of child-care policies. This is particularly important in Italy, where the majority of families with children have only one child and children would benefit also from the socialization aspects of the child-care system.
Introduction
The increase in the proportion of non-parental child-care has been the subject of numerous studies since the mid-1970s in the United States, the United Kingdom and Northern Europe. In these countries, the growth in women's participation has been remarkable, especially among mothers of young children. This phenomenon has resulted in an increase in the number of families with children in which both parents work outside the home, and has had strong implications on the choices of child-care.
A large body of economic literature on the link between labor supply and childcare use is available in most advanced countries, but in Italy (as in other Southern European countries) the issue of child-care has been neglected until very recently. This can be explained by the relatively low mothers' participation in the labor market in these countries, which has not stimulated much interest regarding size and type of child-care needed (Table 1) .
Moreover, no national data set has been available to provide information on both household members' labor market characteristics and child-care use. The Italian child-care system provides a very interesting case study. On the one hand, similarly to most Northern European countries, public child-care is highly subsidized and has high quality standards; however, the size of the supply is quite small: public child-care has a limited number of places available, and it is highly regulated in terms of hours and rate of access, especially for the care of the very young (less than 3-years-old). On the other hand, the number of private child-care services has not increased significantly over the last few decades and a large proportion of Italian families rely on informal child-care.
In this paper, we explore the determinants of public, private as well as informal child-care choices, combining two different data sets (ISTAT Multiscopo and Survey of Households Income and Wealth (SHIW) -Bank of Italy for 1998) in order to produce data relevant to our analysis. With these new sources of information, we are able to analyze and explore both child-care characteristics (availability and costs) of the different types of care (in the Multiscopo ISTAT survey) as well as important variables regarding individual and family resources (income and earnings) (in the Bank of Italy Survey).
Our results show that the choice of care for children less than 3-years-old appears to be significantly explained by the characteristics of the system (availability and costs). The increase in costs of public child-care reduces both demand for public and private, shifting to the more flexible informal care. Overall, the estimates seem to indicate that private child-care in Italy is not a substitute/alternative to the public 
